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SURGECT e - unucni'ra Relations with the USSR and the Wesh

“he geparation of any Cominform Satellite from the Soviet crblh o
unlikely under current cond:?.tionm Circumnteneces rm‘r waple o trmuc
which enabled Tito ﬂuccevsf‘ully o rhu lenge Soviet do.azi.m‘i;ion in .:.ugc«-
sievia do not exish in the other Satellites. By the drastic remedinl
meanures to which it has z'esori;ed, the Kremlin has Snd.z.cai.od its avare-
negs of the grave dangers to 1ts control of Ragtern I’uropﬁ mherem in
satellite nationalism, , ‘

The Cominform Satellites can be ok;pected to maintain a bagically
antagonistic policy toward the US reflecting that of the Soviet Union,
Any relaxation of satéllite antagonisn towsrd the US would be u temporery
tactle motivated by opportunisgtic cormi‘damﬁionﬁo

e current shift in the Tugoslav atititude 'me" the US 1o bosed
on nosives of selfu-preserv 15ion before the meunting p’(":z.%dl"" Trom bho

Seviet bloe, Howevey, the wnuinuad depsndones of .zk,r:ml' wies on US suppord

Notet This memorandum hap nod been coordinated with the intelli genvo
m{?uni'z ationg of the Departnents of State, Avmy, lev vy, and Hhe
Alr Fowea.

APPROVED FOR RELEASE
~DATE:JUN 2000

07486 swerfr

NND 165059~ (/




against the Soviet Unlon will probably result in a grodually inproved

Yugoslav attitude toward the US, ,

Approximately 90 percent of the popitlotions within the Satellites
are hostile to the Communist regimes impoged on t:nemo‘ Aiﬁlmugh oppoaition
elementa in the various Satellites congtitute a majority of the population,
Comranist measures almed at geparating them and deatroying their organi-
ration and leadership, rendér such elemsnts ineffective ag opponents to
Commnist domination of Eestern Furopo.

Local Communiet coﬁi;rol over the satelllte peoples :“Ls exereised through
the traditional Couwmunilgh instruﬁenta which inelude the Party, scewrity
organs, and the armed forces. In adaitvion, subgidlary political s cultmwl,
and economic organizations are used to disseninate Commmnist influsnce.

Ths presence or avallebility of Soviet nilitary might in the Sateliites
censtitutes the nost pohent fector in meintaining the Commniat regimes in
pover. The various Communist parriies vhder the Imnediate direoction and
contirol of reliable Scviet age-hta » form the chief vebiecles by whialh the
sovietlzation of Rastern Burope i boing carriod out. Tho entire politieal,
military, and economic Iife of the Satellltos is being gearod to the ime
plementation of Sovist ains vnder a tight Kremlin contvol. Tn goue Instances,
the Soviet Evhassy iteelf serves as the main cc»mmmmi‘,'clmlmel betweon ths
Kremllin and the satellise govermeents; in others, txft;gqu loeal Commmnists

Y.
have direct access to Moacow,

APPROVED FOR RELEASE
DATE: JUN 2000

S e
P :

NND 965059~ | |




(5 SECRET

The USER has alrcédy atdalned & high depreo of economic control over
the Satelliteg. One of the major points of Soviel wulnerabillty, howvever,
ia the subordination of satellite coononlc welfare to Sovied iaterest. Cone
aigorabla popular resentment, even in Cormunist cireles, hag resulted from
the forcéfyl transformation of the economic structure of Tastern Eurcps,
the lowered standard of living, amd the fellwse of the USSR to msetithe
Ind¢ontrial requirementso of_the Satellites. Thus far, however, Soviet
rolitical gnd econoﬁic control has been sufficient to prevent effeotive
natiomalist deviation from Kremlin aﬁthority. Mearmhile, the US expord
control program has contiribuved subafantially to slowing the rate of economio
dovelopment in the Satellites and hag added %o the.gtraih in present Sovlel-

Satellite relationéo

1

T
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1. Zhe Scope and lMethod of Soviel Control.,
The Soviet Union has attained its domination of Fagtern Furope through

the methodiesl wse of miltiple instruments of control and intimidation.

The presence or availability of Soviel nilitary might in the satolliie
couvntrles consfituﬁes a posgive but potent factor in maintaining the satellite
regines in powver, The various satellite Communist 'partie.é y themselves
dirucled and controlled by relimble Moscowtrained agents, form the chief
vehicle by which sovietization 15 being. imposed on the Enstern Europenn
ropulatlions, As in the Soviet Union, each satellite Conm"mniet. rarty hes
renctrated and now wholly dominates the govermment and securdty forces.

In some cases, the Soviet Embassy serves as a comma'ml dhamnel between

Hoscow and the satellite capitalsy in othera, trusted loeal Communishs appesr
o have direct access to Moscow. Im addition, Esstern Rurope has been
'thcrough.ly penetrated by Soviet gsecret p:olice who operate independently

but exercise control over the satellite police, Mamerous Soviet Ftechnical
advisers,® especially for the satelllite armles and cconomic enterprigeg, are
permanently stationed in the Satellites, while many inspeotors from the US:SR
ciroulate throughouﬁ Baatern Burope to control and report on loeal conditions.
With the pgrowing mtional;lza‘i‘.ion of Industrial and commereial enterprises
throughout the Sa'ﬁellitesg the econormic 11fe of Emsntern Eui-ope has teen
Increasingly subjected to Soviet direction and con‘i:rc’)la;,:x In carly 1949,

the Council of Mutusl Feonomic Assistance was create('iiwi\th 1;he purpogse of

ulti-ntely integrating the setellite economy with thet of the SoviefltISANELFOR RELEASE
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Althoust the Rt hods of Soviet control Tollow the care pottern In all

e 55:',."“'(:2.?1.1?;&-& . Uhie é'fi«::x:»'ree‘ of asvistizgtica var isﬁ Iy o country o countyye

Tov Soviet contro L o more thoroush in the B

-t

and Pudgords, thaw in the noruhorn Satellites vhere copogition hoa hesn

Lreavers  Stopn are nov being teken in Cuechoslovalkie -,o bring that country

urder zivilorly siviet ..c:vi et control. Compl

o

L.l:

it

wilLl proimbly confront thf\ Kremm with 1ta ¢

A AT Tl

2 Ind:i.genom Daglg of Co:m,miqﬁ_t Contral.

Local Cormumist control over *:.Em aateldi

d..

argenizationg, as well ag all local nediz of rags communication, are used

.

by Ghe Jowmmists %o extend their .‘.nﬁ‘ ence over the people. To an inereasing

extont, the uxtire remdation oi Eagtern Furope ia belng :Lvmress*d infio thase

anti-lommmist Churches bave hesn, 1 are bhesd

of the Comrmumists to servs as additioral levers of control. The Fags Lern

Burcpoan ayrea has bee ome, therefcre » progressively fselated fron Western

conteety, and comulete»lv subjec"tmd Lo Corgmande

contrels In view of this Cormmmlst domd natiom over all a

S

Life. there is 11%tle cprortunity for any ovpani: ed résistance to develop,

deanite the fect thet the populations in generel are opposed to the av .1

Larion Corrmnist regimes.
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3o Abblinde of Cowmmnigh Ropimes, Tneluding Tusoslevis, tovesrd the US.

The atiltude of the Communist regimes in the Satellites is expected
to remain tasicslly antagonistie fouwerd the US, thus reflesting the attitude
of the Soviet Union, which now regerds the US £3 the leading obstncle to its
expansionist aims, Any relammbtion of thig rolioy vwill beo tomporary and
purely for épportunistic reagons, Thus the more industrialized Satellites,
such as Poland and Czachoslovakis, mey continue their atfav;pﬁs to improve
economle relations with the US im ordear to aequire vita.l induatrial equip-
nent unobtainable in the Sovie‘t‘ orbit.

Yugos;&mg on the other hand, has elready to a certain extent tempored
its past hostility toward the TS, This modification of Yugoslavia's attitude
stens from the realization that Yugoslavia is isol'zg.ted from the Soviet blos
and inereasingly dependent upon US economic and nilitery aid, The ‘change
in tactics toward the US, thersfore, s asad on motives of gelf-preservation
| before mounting pressure from the Soviet Wloc, The Tito regime will probably
gradually adopt a more friendly sttitude to-ifard the US as 1t continues to
roly on US support to maintain its independence.

4o  The Tulnerability of tho Satellite States to Sepergtion froa the Kremlin.

The extent of direct Soviet control over the Satellites end the inu-‘
gtruments of power in the honds of the satellite Corpmunist parties eliminate
the possibility that amf Satellite in Vthe noar fubure can b3 geparated from
the Soviet Union by messures short of wnr, A set of éqhdz:.tions comparable

to thogse which hrought about Yugoslavia's successi"‘di révoll'fs fron Fremlin
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domination does not exist in any other Satellite., lbone of the Cominform
satellite parties has a relatively popular leader — guch as Tito - with -

a deveted party and military follgwing, Vith the aexceptica of Litania,

the Setellites lack the exposed geograrhic pogition of Yugoslavie which

hag afforded Tito sccess to the e 't

Although approximately 90 percent of “he ropylaticns within the variovs S

Satellites are hostlle %o the Commmist regimes Lrposed or them, the elamer’s

meking up this anti=Corrmmnist majority have eetively opmosed the Cormamiste

‘. K

only vhen directly attacked, Thus s Ghe Communis@at firsht turned thelir

eff_or'_hs to the successful elimination of orgamized ucde rgromad groups and

é.nti-Commnis,’t politigel perties. Ibre recently, the Comnis*he have

 directed tne:.r attacks against the’various rellglous c‘*ganlza 1ons - the
e r ¢ .
micleus for remaining anti-Communist oppos:.t*on. _The Or‘i;hodex Ghurcb 2
mainly represent ted in the Balkans, svecumbed a.nd is now = subservient

n the northern Satellites

e

Commmmnist instrunent. The Gomupis’s regireg
are nov carrylng on a relent«legs. carpaign %o neuiralize the poweriyl in~
fluence of the Céthclic Churgh, Next on the Compmumish 'cmetable will
probebly be the paasan te, trhose anti-Commuiist otand has thus far delayed
the wm? pread f‘olle tivizat Jlon’ oi‘ agricul‘i:m'eq Commniss, efforts/{h&

R4
separauﬁ the oppogition elements and cxev‘b*"c" their organization and lezderw
ship one at a time ‘have—t:ais‘(;a'de it possiblie for
@ viil on a population or predominantly enti-Cormmnls

7,7%: ekl s,
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Nevertheless, certain t&eajmesses do exdst in varying degrees through~
out the Satellites, which if properly exploited, mipht s in the long run,
enable at ieaat some of the Satellites to throw off the.Kramlin yoke,
Chief among these is the strong widercurrent of nm tionalism, extending

~————
even to mamy Comramist pawrty mambers, which hags beon cansed hy resante
ment againat the enforced saerifice of reticnzl to Soviet intoresto.
With the Tito lesson in mind, the XKyemlir, Ly ita w:«" d@spﬂéad purges of
satollite parties, hag inmcated una, It folly eppreclaten the devigors
Inhorent in nationalism. However,; the basie problem rerwing unsolved,
and ruthleus Soviet wploitation of itg fatellltes, which resvited in
Tito's def.ec‘t;ion, will eontimue $o aupment mtiorxé}ist cxi:scontent throughe
out the area, " - _ '

Of the Sateliltes, Albenis, by virtue of its isolatea geographieal
poaition and the relative instabﬂity of the present regims, is most
susceptlble to defection. Poland, with 95 perceht of 1ts population.
devov;‘tly Catholic, and wlth the wenchebls nationnlism of the Polish
reople evident even in the highesﬁ courcils of the Conmmunsast Partyls
leaderahip, might well prove the hordest marml_ for Moscow %o digesto 053
the other gide of the scale 4 Rmmrla y where Soviet control is virtually

complete, 1s considered least able undep pregent conditions to bresk ay WAy

from its Kremlin magt tergo S,
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SEGRET

Albania.

The USSR appears capable of minta:{;ing effoctive control over Albania
in the course of the next several months. Because of the impéver’:iéhed
economic circumstances of the Albanian people and the hostility of the
freedom-loving lilbanian mountaineer toward a harsh Commnist regime, 90
percent of the population is disaffected and ripe for céllaboration »ith
any arnti-Hoxha movement Howév;er, in the absence of unity among the anti-
Hoxha elements , resistance amunf.s to no more than sporadic sabota.ge and
subversion and overthrow 'of the Communist regims is coneldered unlikely.
Meanwhlle the USSR has extended ita control over all phases of Albanien life
to a greater degree than in the other Satellites and the :i'orznation of an ‘anti«-
Sovlet element within the Albanian Comum,,t Party is jgprobabla, Refugea.
anti-Hoxha elements concentrated in IugoslavLa Italy, L‘gypt » and Greece,
comprise both pro-Tito Communists and anti-Communists.’ These grceups have a

combined membership of approximately 1,000 and maintain lialson with cells

in various parts of the country. However, the extent of their influence nith-

1

in Albania is probably emall under present conditions.

Bulgaria.

The USSR can probably meintain and even extend its con‘c.roi over Bulgaria
daspite the powerful force of Bulgarian nationalism, The sﬁail inner circle

of Bulgarian Communists dominat»mg the nation is absolutely responsive to
APPROVED FOR RELEASE

Kremlin directives. Below this ruling clique the Commnist Party is dHATEAHE2000
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be required to prevent the growth of effective resistance to the Sovist
Union from within the party. The Kremlin's success thus far in liguidating
potential opponents suggests, however, that it will continue to bLe
successful in domihating the Bulgarian Communist Pasrty, and through it the
Bul garian nation. No organized political oppesition to the Communists is

. . : political
known in Bulparia. The Agrarian Union is the only}non—Communist,@arty still

In exiatence and is reﬂained,merely as a symbol of psasant participation in

the go#ernment in order to facilitate the eventusl collectivization of
agriculturs, Approximately 90 percent of tha total population of 7 milliorn
opposes the regime, but this opposition lacks effective organization. Such

active resistance as there is manifests itself in sporadic subve?sive and
sabotape efforts. The only Church which does not actlively espouse the-

government’s progrem is the Roman éatholic, but its influence is ingignificant.

Czachoslovalkia .

,Czechoélgv-.va!da is not be’lievéd 4c be vulnerable to datachment from Soviet
domination. .On the other hand, Sovist control tends to be undermined by
the pasic conflict between Czechoslovak natiopal interests and the aiés of
Soviet imperialism in Czechoslovakie.as” well as by the widespread opposition
of a historicélly pro--Western democratic people to a quiet»imposed police
atate. In this contéht, actual and potential oépdéi%ibp elements include:
(1) the Roman Cétholic Church; (2) the fucgwer middle class; (3) a large

. APPROVED FOR RELEASE
portion cf the Czechoslovak Communist Pariy conposed of idealisRAESHbR0Ghe

- A= ’

- NAD 965059- 20




SECHE

prewar psriod anq opportunists who have joinsd the party since the Fsbruary
1948 coup; (a) numerous non-Commnist government officials still retained
by the Commnists for their technical knowledge; and (5) the underground.
The peasants are n§n on the whole abathetic but will join the active op-
positioh when collectivization is begun in earnest. Labor is becoming
increasingly restive as its standard of living declines and it finds itself
controlled by the Commuhista, Both the Catholic -Church and the middle class
are at.present under conéentrated Communist attack with the object of re-
| ducing their influence and cépabiiitieéz The underground has little
influence, having been‘disorganized by inereasingly stringent security
measures, Nationalism within the Communist Part}, however, conspitutes a
serious problem for the regims.

Thia opposition poses conti@uiné-but not crucial problems for Soviet
control of the country. The Soviet Union, through the Czechoslovak Communist

Party, gives every indication of its determination and ability to msintain

its power pbsition in the country. Meanwhile, actual and potential elements
opposing the Kremlints tightening grip on Czechoslovakia are being
relentlessly sought out and destroyed. |

Hungary. .
Ths USSR can retain its hold on Hungary undenncurreht conditions, despite

the fact that Hungarians are non~Slav, nonwOrthodox, strongly nationalistic,
APPROVED FOR RELEASE
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antagonism has been aggravated by: (1) the excesses of the Red Army military
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occupation; (2) supei‘imposition of the Comminist dictatorship; (3) Soviet
sconomic exploitation; (4) anti~Catholic persecution; and (5) isolation

from the Westn One of the greatest liabilities from the Soviet stand-

point is the strong,feelihg of nationalism, even among’Com&ﬁnist Party
msmbefso‘ A further Soviet weakness in Hungary is the very rigidity with
which the Commnist Farty exercises its contrcl. The party, and ﬁonsequently
jts control over the nation, is weakened by the constant.conflicts among the
members -of the partiy hiergrchﬁ nh;ch‘are provoked by desire for power or by
_differences over sovietization methods and tempos. In addition, the un-
reliability of the party rank-and-file, which includes ppbortunists and
former Nazis, presents a major threat to the Soviét nasters.

Nevertheless, there is little 1ikelihood that Hungary, except as a result‘
of war, will break away from the USSR3' The Hunparians with traditional
passivity are currently awaiting liberation by ?he US. This submissivenaess
is heightened by the knowledge ;hat Hungary borders on the USSR and!ﬁhat
Soviet troops are still present in the country. Purthermore, there is no
major organized resistance movement in Hungary. Many of the real democrats,
who had engaged in anti-Nazi activities, wers killed, imprisoned or forced
to flee the country dﬁring the MNazi occupation. This left fewm psople of

courage and democratic convictions to organine an anti-Comminist underpround

A

Althourh scattered resistance groups may exist - soms operating

independently and others connected with emigre organizations or wpslaR&Es RiELERSE
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groups in Poland and Czechoslovakia -~ it is impossible to estimate the

extent and cohesion of the Hungarian underground movement.

Ninety percaﬁtyof Hungary's population is estimated té be non-Commnist,
but it is incapabie of exercising independent politicél ééiion0 The major
non-Comminist factions — opposition political parties, the Church, and
the capitalist ’and land-owning slements «—— are all being gradualiy elliminated,

and the non-Communist political parties have lost all semblance of in-

dependence, The effbctiyeneés of the Catholic Church‘aa‘pn opposition force
. has been sharply roduced‘and‘in érder to survive even tsmporarily the Church
will be‘forced to relinquish all but the most basic religious functions.
However, as a spiritua} anti~Communist force tHQ‘Roman Catholic Church will
probably remain a rallying point for anti-Communist Hungarians. :
Poland. |

The USSR is believed to be éapabie of retaining its contrc¢l over Poland”
although it faces a continuing’problem in the ﬁnquenchable nationalism of
the Polish people which is evident even in the highest councils of the

Communist Party's leadership, and forms a continuing threat to this control.
Polish nationalism weakens the USSR's hold on Poland by: (1) lessening the

absolute reliability of native Polish Commnist leaders in following Soviet
dictétes; and (2) intensifying Poland's traditiona; nationalistic antagcnism
toward Czechoslovalkdisa and Germany, thus hindering Soviet efforts to

integrate the Polish economy with those of Czechoslovakia and Epsvhitith FORTPARSE
' DATE: JUN 2000
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The umcoordingted anti-Communist groups scattered throughoui Poland bear
little resemblance to'the once~flourishing underground organizations. The
underground movemgnt in Poland has a membership numbered in the thousands,
is largely passive and méintains limited conncctions with the other Satellites
and the.West. The Ukrainlan Partisan Army is engaged in limited
terroristic acts in southeastern Poland near the Polish«Soviet frontier.
The size of its membership is unknown. The Roman éatholic Church in Poland
is a strong ideological railﬁing point for anti-Commnist resistance with
vabout 95 percent of the Polisﬁ pdpulation members of’the Catholic Church.
Out of an estimated total population of 24 million, the Polish Communist
Party claims a membership of 1.5 million. The rgmainder of the ?opulation
is non-Communist, comprised primarily of peasants who constitute two-thirds
of the total population and are by hature extremely individualistic and

independent .

Rumanla.

The present frend toward complete Soviet domination of Rumania is
expected to continue, The Rumanian Communist»regime will continue to
tighten its control over the people, bringing‘the cquptry ever closer towara
incorporation in the USSR. Defection of the Tito type is unlikely,
rrimarily because of gmple Soviet military strengthtihlthe country. Although
individual officials and Communist Party memberevgéi ha§e té be replaced

. R RELEASE
occasionally, such nationalistic deviationlsm as exists cannot 4%:%%%? ed

a threat to the stability of the pro-Soviet regime.
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The historlec political adaptability of the Rumanians probably explains

their reaction to current Soviet domination. Most Rumanians live for the

day when the Sovieﬁ_domination no longer exists and present Rumanian
leaders are liquidated. The Rumanian people,‘houever, are incapable of
taking action to subvert‘ihe regime, their attitude being one of hostile
inertia. The National Liberal and the Independent Social Democratic parties
are subverasive to Communist demands and other oppésition parties have been
‘destroyed. The churches do not present a major deterrent to Communist control,
the Roman Catholic, Uniates, and anti-Commnist Orthodox’clergymnn having
been subjugated. | |

There are no indications that aﬁ‘effective illegal resistance ;xists or
is being de\'elcpeg!u Smrll-scals and:apparently spontaneous outbreake do

occur, however, presumably pro?pted by dissatisfaction with working conditions.

The impending collectivization of agriculture on a wide scale may also
provoke peasant resistance. Under present conditions, however, coordination

of the various small opposition groups and their development Into an

organized redistance cannot be effacted, .

/>
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50 Present Fegnomic Relations betyeen Satellites and USSRO

The irmedlate objective of the Soviet Unionm in its economic relationsg
with the uatellites is to enlarge its war potential by dlrectly utilizing
and expanding ﬂzo :mdu trial eapacity of iis eagtern bloco The firgd steop
1s the ‘coordination of the satelliie economies with that of the USSR, and
accordingiy the Council for Economic Mrtual hssistance {CEML) was founded
in Moscow in January 1949. This Soviet-domimbted orpaulmation includes
Albanie, Bulgaria, Rumania, Hungaey, Czechosloveleia, and Poland, Officially
CEMA is to begin operation in Janvary 1950; houever,it han ﬁlready begun to
doordinate the economic plang of the satellite area by controlling production
in certain areas, directing forelgn trade and fingnce s and cllooating
materlals and technical knowledge. .’The bloe ' foreign trade network has
been closely knit through a series of bilateral trade agreements, ‘Similarly,
the Satellites are pooling their dtrlndling foreign exchange resources s thus
permitting their more c{fective viilization,

The 1948 volume of itrﬁde a.mong the slx Fastern Iliropéan states hag
increased 25 percent over 1938, Tho present volume accotmts for one-half
of the total foreign trede cf Tﬂstcrh Burdpe ds muparud with 20 percent;
before the wmr, E‘*cports from thoze countries to the US Sli_,"however, have
 inerecased tenfold an& impoﬁ,s havc rleen twonty-five times over the 1938
levels. Because prewar .:oviet ’Grade with thesge count'f*ies was insignificant,
these striking percentage rises do not weprosent comx;)aratlve increageg in

\

volume, More rcvealinb is\the nature oi‘ the cormodities now being exchanged
AI'I'III]\IEI]F R RELEASE
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between the satellité area and the USSR. Soviet shipments comprise

I (R
oy

capltal goods and rav materials, some of which are uged for processing

into finished mamufactures for re~export to the Soviet Union, The Satecllites,
chiefly Magary, Crechoslovakia, and Polend s ohip the U;éSSR other industrial
pmduc‘ﬁs,, as well as agricvliural items. Thus the Soviet-Satellite trade
rattern i‘s radically dlfferent  from preway years when agrimzl'{;ui'a.‘l.
produets and industrial ray materialc veyre the chief commodities exchanged,
Despite inecreased excl'lang;e in industrinl products, however, the orbit is
still 1ai'gely dependent fof these items on imporis from the” ECA countries
énd the US, | |

Soviet control over comnunized Eagtern Furope has permeated almost
every segment of the economy. It ig most manifesﬁ in the Joint companies
establdshed in Mungary, Rumanie s and Bulgaria. Supervisicn of the satellite
transportation system, standardim%idn_ of industrial equipment;, the pooling
of production irzet};o.ds and selentific skills, and the closely supervised
allocation of slim.rée'\rm-: nﬁteria.lé are all execcuted elther by CEMA, fhe
Cominform, or directly by the Kremlim Lts reparations derands on several
of the Satellites provides the USSR with another opportunity for explolting
the industrial cutput of Fastern Buarope,

The strength of Soviet-Satellite cconomic tles isv further illusgtrated
by the extent to which the industrial cepacity of Eas_‘bern Europe is pgeared
to Soviet interest, Atkpresent the USSR accounts for a iriajor rart of Fagstern

Europ@n foreign trade. Soviet approval i often required beforenﬁlll‘ WED FOR RELEASE
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Satellites may conelude trade pacts with non»Communist nationso Credit

and comodity loans have been made by the UbSR wlthout which the output

of many satellite Industries would be curtalledo The satellite economio
organizations have now been modelled aftcr thet of the USSR, thus fncilitating
the exercise of Soviet disciplinery cont;o1a over satelliue productlon plans
and foreing the Saetellites ﬁo depend upon Sovfet technﬁoaj administrative, T
and scientific knowledge,

Soviet influence is also evident in the field of finence, Ranking PO~
cedures and credit_poliey are coordinated amonug the satellite stoatea on the\
one hand and vith the USSR on the other, Preliminary steps are probably :
undervay towvard the ereation of a "ruble bloe" which would facilitate the
balance of payments aﬁang the Satellites and the ﬁ'SSR°

Despite the rapid growth of Soviet-Sateliite trade and the strength
of Soviet control over the satellite!ecbnomies, there are several points
of vulnerebility in SovietuSateliite économic relationg, Nationalist re-
sentment in the Satellites over Sovlet dicﬁétion‘in econonic matters is
‘perhaps the greateal potential obstacle ﬁc'cémplete integration of the
Soviet-Sutellite economies, Oth%r/difficult;es have arisen as a regult of;
(1) the strain caused by forceful/transformatlon of the economic struct&re
of the Eagtern Buropean countriea° (2) the excessive demands on labor
productivity coupled with a lowered standard of llving and burdensome taxes;
(3) the fallure of the~U“SR to Pulfill promptly and 1n sufficlent quantities

and types the essential industrial requirementa of the Satellltes, (4) Soviet
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attempts to impose agricultursl collectivizebion wpon a atubborn peasanvry;

and (5) the subordination of satellite economic welfare to Soviet interest.
Although these weaknesses exdst at present,they do not represent a sericus
threat to Soviet domiixa*bion in view of the strong political and econonle
controls exercised by the Kremlin. The:ae points of weakness, however,

are susceptible to exploitation by the West and are & conti_inuing gource

of strain in Soviet=Satellite econcmic relationsg.
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6. Present Economic Relations between the Satellites 2nd Western Furove,

and Other Non-Communist Areas.

EQOnomically, the satellite area and Western Europg are complemsntary,
Eastern Europe supélies féodstuffs, fuel, and some primary products in return
for We;tern European finished industrial produéts, items of light and heavy
industry, and particularly precision instruments and replacement parts,

Since World Var II, the USSE has‘replaced Germany as Easterg Eurcope's
chief tréde partner, and Eastern Gérmany is procduecing for éhé S&ﬁiet orbit,
ﬁestern Germany will undoubtediy piay an increasingly important role in trade
with Eastern Europe, but cannot regain its prewar“positionu

Trade betwesen Eastefh and Westefn Burope is nsﬁ oﬁly approximately half
the prewar level. In addition to being the result of the enforced orientation

of satellite trade toward the USSR, the low level of East-West trade has

stemmed from: (1) the incomplete recovery of agriculture production in
Eastern Europs; (2) heavy demands for recovery in Western Europe and the lack

of exportable surpluses; {3) Western export controls on certain commodities;

i

(&) the absence of credit or other means of finaneing imports to Eastern

Europe; and (5) the widespread adoption of bilateral agreements.

Despite these barriers to an improvement in East-West economic relations,

the volume of Hast-West trade may gradually increaseajnﬁastern Europe's
agricultural production will robably reach prewar levels by the end of 194

8 P pre v APPROVED FOR RELEASE
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Soviet orbit, Morsover, increased production in Western Burope will

| stimilate the search for additional markets. A declsive factor affecting
fu@ure East-West trade will be whéthcr the ECA nations: (1) will take

effective parallel action with the US in implementing export’controls; or

(2) in vien'of mounting_compet;tion in ngrld markets will sttempt to find
outlets in Eastern Europe for their industrial output. Hegardless of Western
Europe'é attitude, however, the Satellites will still face nLmerous |
difficulties in their effort‘to‘expand Eost-West trade, The shortage of
foreign exchange and lack of credit. faciiities will be a continuing problem
and the satellites will have ;ncreasing difficulty in finding markets for their
raw materials (for example, Polish coal) in the face 6? growing world
availability of these products and the decline in world prices., These.obstucles
can only partially be overcome through stgte control over foreign trads,
fihancial manipulation and the adoption of such unfair trade practices an
dumping and clandestine ope-:ations,

7. Present Economic Relétiwns betwesn the Setellites rnd the U3,

Trade betuwsen the satsllite states and the US has declined to a new low,
. 1

desgpite pressing satellité needs for industrial equipment, replacement parhs,
precision Instruments, lindustrial raw materials, and technical khowledgeo
US export conirols énd denidl of financial assistance are largely responsible
for this laclk ef trade, whith has also been caused by Such°f3¢tors as the

satellite dollar &xéhénge shortage, lack of exportable iﬁéms desired by the US,
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unsettled questions of nationalization of US property, and the diffic%&ﬁﬂ 000

conducting trade “zhrough State monopoly channels. The denial of stratégic iteme
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has contributed to the reduction of production goals throughout the

‘satellite area, and has itended to intensify the strained rela@ions within
the Scviet orbit. | |

Even‘if export coﬁtrols ﬁere eliminated, however, Easéernbﬁurope wouvl.d
not have sufficient exportable surpluses to balance the cost of impdrts from
the US. Thﬁs, these countriés would require coneldereble US financigi
assistance in the form of long-ter@ eredits, similar to those now being granted
fo Tugoslavia. Such aid nou;d résult in increased trade and would permit a
sharp upswing in satellite pfoduction; and, finslly, an imprcvement in the

relatively low standard of living.in Eastern Furope, Houwsver, as long as the

USSR continues to exeréisefitsvaconomic control over the Satellites, any US
aid would accrue primarily to Soviet rather than satellite advantagég Thus,
only if.a Satellite éan succeséfully defact from Soviet domination ﬁill
;there Yy any prospect for a marked;impr6§ement in economic relations with the

IBU
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